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San  Francisco  Port  Commission 
Pier  One 

San  Francisco,  CA  94111 
President  and  Members: 

The  Office  of  the  Controller  presents  its  report  concerning  the  audit  of  Franciscan 
Restaurant  (Franciscan).  Franciscan  has  a  66-year  lease  with  the  Port  Commission  (Port)  of 
the  City  and  County  of  San  Francisco  to  operate  a  restaurant,  gift  shop,  and  a  crab  stand  on 
Port  property. 

Reporting  Period:     July  1 ,  2000,  through  June  30,  2003 


Franciscan  correctly  reported  gross  receipts  of  $14,300,862  and  correctly  paid  its  rent  to 
the  Port. 

Respectfully  submitted, 


Rent  Paid: 


$920,538 


Results: 


Noriaki  Hirasuna 
Director 
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INTRODUCTION 


BACKGROUND 

Franciscan  Restaurant  (Franciscan)  has  a  66-year  lease  with 
the  San  Francisco  Port  Commission  (Port),  expiring  in  2036, 
to  operate  a  restaurant  and  crab  stand  on  Port  property.  For 
the  period  reviewed,  the  lease  required  Franciscan  to  pay  the  Port 
the  greater  of  a  minimum  monthly  rent  or  a  specified  percentage  of 
Franciscan's  monthly  gross  receipts.  The  Port  specified  a 
percentage  rent  of  6.5  percent  of  gross  receipts  from  food  and  all 
items  sold  through  the  bar,  including  crab  stand  sales.  The 
percentage  rent  for  all  retail  merchandise  is  8.5  percent.  During  the 
audit  period,  the  monthly  minimum  rent  ranged  from  $18,843  to 
$23,152. 

Franciscan  also  has  an  agreement  with  R&K  Enterprises, 
permitting  it  to  operate  a  gift  shop  at  the  restaurant.  Franciscan 
reports  to  the  Port  the  gift  shop's  gross  revenues,  less  sales  taxes, 
and  during  the  audit  period  paid  rent  at  the  rate  of  8.5  percent  on 
those  revenues. 

Effective  December  31,  1997,  the  Port  allowed  Franciscan, 
through  an  amendment  to  its  lease,  to  credit  up  to  fifty  percent  of 
the  aggregate  amount  of  certified  construction  costs  for  tenant 
improvements  up  to  $949,093  (improvement  credit).  On  a  monthly 
basis,  Franciscan  deducts  fifty  percent  of  the  monthly  percentage 
rental  due  in  excess  of  the  minimum  rent  as  a  rent  credit.  The  rent 
credit  will  continue  until  Franciscan  has  received  the  full 
improvement  credit,  or  seven  years  has  elapsed,  or  the  lease  is 
terminated. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  if  Franciscan  complied 
with  the  reporting  and  payment  provisions  of  its  lease  with  the 
Port.  Our  review  covered  the  period  from  July  1,  2000,  through 
June  30,  2003.  To  conduct  the  audit,  we  reviewed  the  applicable 
terms  of  the  lease  and  the  adequacy  of  Franciscan's  procedures  for 
collecting,  recording,  summarizing,  and  reporting  its  gross  receipts 
to  the  Port.  To  determine  whether  Franciscan  accurately  reported 
its  gross  receipts  to  the  Port,  we  compared  its  reported  gross 
receipts  to  the  gross  receipts  Franciscan  reported  in  its  monthly 
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summary  records  for  all  months  of  the  audit  period.  On  a  sample 
basis,  we  examined  Franciscan's  monthly  sales  records,  daily  sales 
reports,  cash  register  tapes,  and  bank  deposit  records.  We  also 
compared  for  selected  quarters  the  gross  receipts  Franciscan 
reported  to  the  Port  with  the  gross  receipts  Franciscan  reported  to 
the  California  Board  of  Equalization. 
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AUDIT  RESULTS 


FRANCISCAN  CORRECTLY  REPORTED  ITS 
REVENUE  AND  PAID  ITS  RENT 

From  July  1,  2000,  through  June  30,  2003,  Franciscan 
correctly  reported  $14,300,862  in  gross  receipts  and 
correctly  paid  rent  of  $920,538  to  the  Port.  The  table  below 
shows  the  reported  gross  receipts  and  rent  paid  to  the  Port.  The 
table  also  shows  the  rent  credit  Franciscan  applied  to  its  rent. 

TABLE 


Gross  Receipts  Reported  and  Rent  Paid 
July  1,  2000,  Through  June  30,  2003 


Gross  Receipts 

Rent  Paid 

Rent  Credit  Used 

July  1 ,  2000,  through  June  30,  2001 
July  1 ,  2001 ,  through  June  30,  2002 
July  1 ,  2002,  through  June  30,  2003 

$5,395,513 
4,365,118 
4,540,231 

$307,292 
305,224 
308,022 

$72,557 
27,395 
30,194 

$14,300,862 

$920,538 

$130,146 

We  conducted  this  review  according  to  the  standards  established 
by  the  Institute  of  Internal  Auditors.  We  limited  our  review  to 
those  areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:  Elisa  Sullivan,  Audit  Manager 
Winnie  Woo 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Public  Library 


